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the  Board  of  Supervisors 
lo  establish  a  property-based  Business  Improvement  District  ("BID")  to  be  known  as  the 
"Fillmore  Jazz  District  Community  Benefit  District"  (hereafter  referred  to  as  "the  District"), 
To  levy  an  annual  assessment  commencing  fiscal  year  2006-07  and  ending  fiscal  year 
2010-201 1  on  303  identified  parcels  in  the  District,  and 

To  fund  property-related  services,  improvements  or  activities  described  in  the  District 
Management  Plan. 
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Proposal's  Main  Features 

•    Resolve  the  Intention  of  the  Board  of  Supervisors 

o    To  establish  a  property-based  Business  Improvement  District  ("BID")  to  be  known  as  the 

"Fillmore  Jazz  District  Community  Benefit  District"  (hereafter  referred  to  as  "the  District"), 
o    To  levy  an  annual  assessment  commencing  fiscal  year  2006-07  and  ending  fiscal  year 

201 0-201 1  on  303  identified  parcels  in  the  District,  and 
o    To  fund  property-related  services,  improvements  or  activities  described  in  the  District 

Management  Plan. 
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Economic 
Scorecard 

If  Resolution  Passes 

Status  Quo 

City 
Economy 

Neutral  Impact: 

•  The  economic  impact  of  the  proposed 
Fillmore  Jazz  District  Community  Benefit 
District  ($327,488  in  additional  annual 
services)  is  very  small  relative  to  the  City's 
economic  activity  ($55  billion  per  year,  as 
of  2005.) 

•  CBD  formation  is  an  alternative  policy  tool 
to    help    raise    revenue    potential  of 
commercial  corridors. 

•  District  should  have  favorable  economic 
impact  on  its  service  area  related  to 
greater  civic  involvement  by  property 
owners,  which  in  turn  should  produce 
positive  spillover  benefits  to  residents, 
visitors,  and  neighbors'  parcels. 

•    Six  (6)  CBDs  have  formed  within 
the    City   and    County   of  San 
Francisco: 

o    Union  Square 

o    Castro/Upper  Market 

o    Noe  Valley 

o    North  of  Market/Tenderloin 
o    Mission  Miracle  Mile  (2500 

Block  of  Mission) 
o    Fisherman's  Wharf 

Fillmore  Jazz 
District 
Property 
Owners 

Neutral  to  Moderate  Favorable  Impact: 

•  Total  Assessed  Annual  Costs  per  SQFT 
(for  nonexempt  parcels)  averages  less 
than  $0.30  per  SQFT,  or  approximately 
$1 ,080  per  parcel  per  year. 

s    Assessment  small  relative  to  area  market 
prices  of  nearly  $400  per  SQFT  to  $800 
per  SQFT. 

•  Assessment  also  small  relative  to  annual 
residential  and  commercial  rents  in  the 
range  of  $12  per  SQFT  to  $40  per  SQFT.1 

-       iviai  r\ci  values  may  dciajiiig  iiiuio  icSisiam 

to  economic  downturns  or  slowdowns,  as 
District  provides  amenities  that  make  the 
area  more  appealing  to  a  greater  number 
of  prospective  residential  and  commercial 
tenants  of  greater  means. 

•    Absent      a      more  appealing 
environment    for    residents  and 
businesses,  the  district  is  less  likely 
to  be  able  to  foster  employment 
growth. 

Fillmore  Jazz 

District 
Commprrial 

vvl  1  II  1  1  CI  UIUI 

Property 
Leaseholders 

Neutral  to  Moderate  Favorable  Impact: 

•    Users  of  space  in  this  area  should  benefit 
from     revenue     increases  following 
improvements   in   area   amenities  and 
services,  thereby  being  able  to  afford  any 
associated  rent  increase. 

Fillmore  Jazz 

District 
Kesiuentiai 
Property 
Leaseholders 

Neutral  to  Moderate  Favorable  Impact: 

•    Residential   tenants   also   benefit  from 
increased  services. 

1  See  San  Francisco  Economic  Trend  Data  Summary  compiled  by  the  Mayor's  Office  of  Economic  and  Workforce  Development,  July 
2006.  Rental  rates  source:  Whitney-Cressman  GVA,  and  CB  Richard  Ellis. 
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Economic 
Scorecard 

If  Resolution  Passes 

Status  Quo 

Fillmore  Jazz 
Visitors  and 
Residents 
Shopping  in 
the  District 

Neutral  to  Moderate  Favorable  Impact: 

•  An  increase  in  visitors  and  residents 
shopping  in  the  area  may  occur  as  the 
District  provides  enhanced  services  and 
amenities. 

•  With  increased  local  participation,  better 
matching  of  resident  preferences  is  likely. 

•    Residential     and  Commercial 
trends  in  tne  area  connnue  as 
usual. 

Neighboring 
Districts  and 
Other  Nearby 
Property 

Neutral  to  Moderate  Favorable  Impact: 
•    Neighboring  areas,  such  as  Japantown 
Special  Use  District,  may  benefit  if  the 
neighboring  area  sees  increased  economic 
activity,  which  may  increase  likelihood  of 
positive  spillover  effect  into  neighboring 
districts. 

•    Residential     and  Commercial 
trends  in  the  area  continue  as 
usual. 

City 
Government 

Neutral  to  Moderate  Favorable  Impact: 

•  District  formation  is  an  effective  economic 
development     and     policy     tool  for 
neighborhood  enhancement,  where  costs 
and  benefits  are  directly  aligned. 

•  Maintenance  of  service  levels  must  be 
covered  somehow,  either  at  the  expense  of 
other  City  areas,  or  by  raising  more 
revenue  from  City  dwellers  and  property 
owners. 

•    Costs  of  providing  City  services 
rising  faster  than  general  City  tax 
revenues  over  longer  term. 

Putting  the  Proposed  CBD's  Annual  Budget  into  Perspective 


USES  OF  FUNDS 

BUDGET 

% 

Sidewalk  Operations,  Beautification  and  Order 

$  180,118 

55% 

District  Identity  and  Streetscape  Improvements/Marketing  and 
Promotions 

$  49,123 

15% 

Administration,  Organization  and  Corporate  Operations 

$  65,498 

20% 

Contingency/Reserve 

$  32,749 

10% 

Total 

$  327,488 

100% 

SOURCES  OF  FUNDS 

Special  Assessments  on  Properties 

$  311,114 

95% 

Other  Sources* 

$  16,374 

5% 

Total 

$  327,488 

100% 

*  Grants,  donations,  fees  for  service  contracts  and  in-kind  contributions. 

Source:  Fillmore  Jazz  District  CBD  Management  District  Plan 
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Budget  Projection  Scenarios  for  the  Fillmore  Jazz  District  CBD2: 


Fiscal  Year  Ending 

CBD  Budget 
@  MAX  of 
5%  Growth 

CBD  Budget 

@  CPI-SF 
(See  *  below) 

Est. 
CPI-SF  * 

$ 

Difference 

% 

Difference 

2007 

$327,488 

$327,488 

2.10% 

$0 

0.00% 

2008 

$343,862 

$333,055 

1 .70% 

$10,807 

3.14% 

2009 

$361,056 

$340,383 

2.20% 

$20,673 

5.73% 

2010 

$379,108 

$345,829 

1.60% 

$33,280 

8.78% 

2011 

$398,064 

$353,091 

2.10% 

$44,973 

1 1 .30% 

*  CPI-SF  Forecasts  from  CA  Department  of  Finance:  Economic  Forecasts 

On  average,  the  CBD's  annual  budget  represents  less  than  $0.30  per  square  foot  on 
parcels  whose  value  per  building  square  foot  range  from  approximately  $400  to  $800  (or 
roughly  0.075%  to  0.0375%  respectively)  on  the  value  of  built,  nonexempt  land  in  the 
District.  Alternatively,  this  budgeted  amount  translates  into  an  additional  $2.93  per  parcel 
per  day  for  providing  extra  sanitation  and  security  services  to  the  District,  and  for 
promoting  events  that  culturally  and  financially  enrich  everyone  in  the  community.  We  thus 
find  this  District  to  provide  moderate  favorable  impact  for  district  property  owners  and 
residents. 

The  CBD's  reserve  contingency  of  $32,749  set  aside  in  the  first  year  of  operation  is  likely 
to  be  sufficient.  We  do  not  foresee  future  need  to  increase  assessments,  nor  Fillmore 
Jazz  District  CBD  budget  shortfalls.  However,  the  provision  for  potential  assessment 
increases  tied  to  the  San  Francisco-Oakland-San  Jose  Consolidated  Metropolitan 
Statistical  Area  (CMSA)  CPI,  and  capped  at  an  annual  growth  rate  of  5%,  is  reasonable 
from  a  policy  design  perspective.  They  complement  the  reserve  contingency  policy  very 
well,  and  provide  for  additional  funding  comparable  in  amount  to  the  initial  contingency 
fund  over  the  five-year  life  of  the  District. 


Introduction  to  Community  Benefit  Districts 

CBDs  are  better  known  in  California  and  throughout  the  U.S.  by  their  generic  name: 
Business  Improvement  Districts  (BIDs).  CBDs  are  typically  established  to  promote 
economic  revitalization.  They  may  also  provide  additional  safety,  sanitation,  and 
promotional  services  to  District  properties,  businesses,  or  residents.  Extra  assessments 
are  levied  upon  property  owners  to  pay  for  services  beyond  those  offered  to  all  parcels  by 
local  public  works  or  other  agencies.  Fees  are  assessed  on  property  owners,  who  may,  in 
some  cases,  be  able  to  partially  pass  through  some  costs  to  property  tenants  and  area 
customers. 

A  district  board  is  formed  to  oversee  the  District's  operations,  collect  assessments,  and 
disburse  funds  for  supplemental  services,  activities,  and  improvements,  as  agreed  to  by 
the  community  members.  Sometimes  the  objectives  are  not  purely  commercial,  but  may 
be  motivated  by  a  community's  desire  to  restore,  maintain,  or  support  cultural  or  social 
traditions  particular  to  a  neighborhood  or  ethnic  community  in  a  specific  location.  This  can 
be  a  reason  for  communities  to  refer  to  these  districts  as  "Community  Benefit  Districts". 


2  Per  the  language  of  the  ordinance  proposed,  the  District's  budget  may  increase  by  an  amount  no  greater  than  the 
smaller  of  5%  per  year,  or  the  area  Consumer  Price  Index  (CPI)'s  growth  rate. 
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Community  Benefit  Districts  are  appealing  because  they  are  geographically  defined  such 
that  those  who  pay  the  costs  directly  benefit  from  the  extra  services.  For  this  reason, 
District  formation  is  often  welcome  by  the  majority  of  residents  and  property  owners  of  an 
impacted  community.  Since  district-assessed  collections  are  spent  where  they  are  levied, 
the  assessments  are  perceived  as  fair. 

Districts  can  also  be  seen  as  economically  efficient  governance  structures.  They  tend  to 
focus  on  more-noticeable  street-level  services  and  small-scale  improvements  immediately 
benefiting  the  neighborhood.  Districts  generate  their  own  funding  without  requiring 
external  funds  that  may  cause  economic  redistribution  of  public  funds,  accompanying 
political  debates,  and  potentially  adverse  economic  impacts  with  other  neighborhoods. 

In  some  cases,  districts  have  been  used  in  large  urban  centers  to  encourage  business 
retention  and  mitigate  flight  to  suburbs,  helping  to  retain  and  enhance  revenue  stability  of 
local  (city  or  county)  government,  as  well  as  providing  for  employment  retention  and 
growth. 


Potential  Economic  Costs  of  Districts 

Economic  costs  are  sometimes  cited  as  the  reason  that  some  existing  commercial  or 
residential  tenants  may  move  out  of  a  District.  One  example  is  Times  Square  in  New  York 
City.  In  the  mid-1 990's,  there  were  a  number  of  adult-theme  stores  and  lower-income 
residents  in  the  area.  After  the  BID  was  established,  these  stores  and  some  residents 
found  themselves  politically  and  financially  unable  to  remain  compatible  with  the  District's 
new  direction  and  relocated  outside  of  the  area.  Businesses  with  higher  revenue  potential 
moved  in,  area  sanitation  and  security  improved,  and  new,  more  affluent  residents  and 
visitors,  began  living,  shopping  and  working  in  Times  Square.  For  some  residents,  there 
were  greater  employment  opportunities  with  the  new  businesses,  and  New  York  City 
benefited  from  greater  tax  revenues.  In  this  case,  the  losses  to  some  of  the  original 
residents  and  businesses  were  deemed  smaller  than  the  subsequent  benefits  to  the 
community  and  New  York  City  as  a  whole. 

Some  critics  of  Districts  also  point  out  that  incompatibilities  between  general  social  policy 
objectives  and  District  goals  may  result  in  displacing  indigent  or  other  disadvantaged 
groups  from  areas  that  were  traditionally  occupied  by  the  least  empowered  in  our  society. 
For  example,  in  1988,  the  Grand  Central  Partnership  (GCP)  in  New  York  City  commenced 
a  'clean  and  safe'  program  designed  to  move  homeless  off  the  streets  of  the  service  area 
and  into  shelters.  By  1995,  allegations  that  'goon  squads'  were  using  force  to  remove 
homeless  persons  unwillingly  from  streets  created  a  small  scandal  in  NYC.  GCP  had  been 
paying  untrained,  formerly  homeless  persons  $1.15  per  hour  to  serve  as  service  workers 
for  the  program.  Both  HUD  and  the  City's  Department  of  Homeless  Services  conducted 
investigations  and  by  1998  rescinded  their  contracts  to  the  GCP.  At  the  core  of  the 
findings  that  led  to  the  termination  of  this  District's  contract  was  "the  failure  to  implement 
an  adequate  complaint  resolution  process  [which]  limits  understanding  of  how  many 
complaints  have  been  made  against  the  [District]".3 


3  Go  to  (http://www  qrandcentralpartnership.org/)  for  full  case  study. 
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Some  critics  also  worry  that  a  community's  identity  may  be  lost  or  transformed  into  a 
conforming,  homogeneous  area  where  its  appearance  and  use  become  too  much  like  the 
suburban  malls  that  Districts  are  designed  to  compete  against.  Nevertheless,  this 
illustrates  that  close  attention  is  warranted  for  larger  revitalization  efforts  to  balance 
economic  development  interests  with  social  justice  and  other  policy  objectives. 

In  regards  to  the  Fillmore  Jazz  District  CBD,  these  general  concerns  and  critiques  appear 
not  to  be  applicable,  given  the  scope  of  the  proposed  services  and  mission.  We  believe 
that  the  CBD  Plan  adequately  addresses  the  aforementioned  potential  economic  costs. 


Potential  Risks  of  Districts 

The  most  well  studied  Districts  were  formed  in  the  mid-1990s  in  New  York  City,  where 
there  are  currently  37  in  operation.  In  November  of  1995,  New  York  City  Government's 
Finance  Committee  issued  a  report  titled:  "Cities  Within  Cities:  Business  Improvement 
Districts  and  the  Emergence  of  the  Micropolis."  The  report  served  as  a  blueprint  for 
redesigning  governance  structures  and  correcting  for  weaknesses  or  problems  with  the 
manner  in  which  Districts  operate.  The  report  found  that  Districts  failed  to  empower 
impacted  local  residents,  merchants  and  property  owners  and  acted  as  an  unsupervised 
and  unchecked  authority  without  accountability  to  city  government.  Some  lessons  learned 
include: 

•  Political  transparency  in  the  formation  and  governance  of  the  District  eliminates 
abuses  or  ineffectiveness  in  a  District. 

•  Audit  and  accounting  reports  must  be  provided  in  the  operation  of  the  District  to 
all  stakeholders — local  property  owners,  residents,  and  city  government.  These 
reports  should  assess  whether  the  District's  Management  Pian,  the  Engineers 
Report,  and  the  written  agreement  with  the  City  are  being  followed  and  that 
stakeholders  continue  to  give  their  consent  for  the  activities  and  services 
provided. 

•  Avoiding  conflicts  of  interests  or  the  appearance  of  conflicts  of  interests  is 
essential.  Individuals  who  have  oversight  of  a  District  should  not  have  either 
overlapping  functions  within  a  District,  nor  serve  multiple  functions  in  multiple 
Districts. 

•  Healthy  competition  among  companies  to  bid  on  district  management  services 
should  occur  so  that  no  single  district  management  company  has  monopoly 
powers  or  perceived  monopoly  power.  Fostering  competition  will  lead  to 
improved  collection  of  assessment  fees,  great  efficiencies  in  the  management 
services,  and  effectiveness  in  providing  services. 

We  believe  all  four  of  these  concerns  are  adequately  addressed  in  the  Fillmore  Jazz 
Management  District  Plan,  and  that  this  CBD  will  have  a  favorable  impact  in  the  defined 
area. 
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